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This res onds to your memorandum of January 20, 1998. 

We believe that the organization does root 
comply with all the requirements of section 501 (c)(26) and should not be recognlzej 
as exempt. 

Section 501 (c)(26)(B)(ii)(lI) provides that the pool may cover indiViduals vr: 
because of an existing medical condition, "are able to acquire [medical] coverage 
only at a rate which is substantially in excess of the rate charged for such covera:e 
through the membership organization." 

Coverage which can be extended to individuals who are able to acquire coverage ;: 
an equal rate does not meet the Code's requirement that the outside ra:e be 
"substantially" higher than the pool's rate. Although "substantially" is nc: definec ,',e 
believe this requires that the outside rate be higher and :hat the differerice betwee­
the outside rate and the _rate be more than de mj;)lmis. 

If you have any questions or wish to discuss this case, please contact Bra-: 
Goldwyn of this Branch at 622-6080. 

HARRY BEKER 


